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This mattercomesbeforethe Public ServiceCommissionof SouthCarolinaon

thePetitionof LockhartPowerCompany("Lockhart" or the "Company")for approvalto

book revenuesin accordancewith Lockhart's Conmfission-approvedScheduleO Power

AdjustmentClause. The revenuesin questionare revenuesassociatedwith the saleof

output from the Lower PacotetHydroelectricplant to Duke Energy Carolinas,LLC

("Duke") via a wholesalecontract. TheCompanycontendsthat allowing thebookingof

revenuesin this manner is consistentwith the Commission'streatment of similar

revenuesfor Lockhartandwill servethepublicinterest.

Lockhartwasincorporatedin 1912by anAct of theSouthCarolinalegislature.Its

serviceareaspanspartsof five counties:Union,Spartanburg,Cherokee,ChesterandYork.

It selwesapproximately6,300customers,ttu'oughtheeffort of 48 employees.In addition,

the Companyselvesone native load wholesalecustomer,the City of Union. Today,

Lockharthas18MW of hydroelectricgenerationcapacityon theBroadRiver in Lockhart,

SouthCarolina,which is also the locationof its businessoffices. The hydroelectric

generationtypicallysatisfies20-25%of theCompany'sload. TheCompanyalsoownsa0.8
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MW hydroelectricfacility, anda 5.5MW dieselpeakinggenerationstationboth locatedin

Pacolet,SouthCarolina,a7.3MW dieselpeakinggenerationstationinUnion,SC,anda 1.6

MW landfill gas-to-powerfacility in Wellford,SC. Theremainderof thepowerneededto

servetheCompany'scustomersis purchasedfrom Duke. In 2011,theCommissiongranted

Lockhartpelanissionto adjustits rates.SeeCommissionOrderNo.2011-564inDocketNo.

2010-t81-E. The Commissionalso revisedLockhart's ScheduleO Power Adjustment

Clauseto incolporatecostsrelatedto fuel and credits for off-system sales associated with

Lockhart's Wellford Landfill Gas generator and any other future Commission-approved

generation projects. See id. at p. 2, p. 6, and Attachment D to Exhibit 1. Lockhart's revised

Schedule O Power Adjustment Clause provides in pro't:

Wholesale Power Sales

When Lockhart requests and subsequently receives South Carolina Public

Service Commission approval for a specific generation project to be included

in its cost of selMce, the sales of such generation, if made off-system in the

wholesale market, will be credited as an offset to the monthly power cost.

The Lower Pacolet Hydro plant located in Pacolet, South Carolina, was owned

by Milliken & Company for many decades before it was purchased by Lockhart in 2007.

The plant was placed in Lockhart's rate base as part of its 2007 rate case (Docket 2007-

33-E). Generation fi'om the plant is used to directly serve Lockhart's customers, thereby

offsetting otherwise necessm'y power purchases from Duke. The value of this generation

to LockhaWs customers is therefore the avoided cost of buying power from Duke.

However, there is operational risk associated with the value of this generated power, for

example, if there is insufficient water to generate during a peak period.
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Thereis anopportunityfor Lockhartto sell the Lower Pacolet Hydroelectric plant

generation to Duke for its use to help meet certain NolXh Carolina renewable energy

pol_tfolio standard requirements ("REPS"). Since there are no South Carolina or federal

REPS, this opportunity represents the best method for Lockhart to obtain economic value

for the renewable energy attributes associated with the "small hydro" project. Lockhart

has registered the project in North Carolina as a "New Renewable Energy Facility," and

has negotiated contractual terms with Duke. Duke is willing to offer a premium for the

generation, plus renewable energy credit attributes that are well in excess of the current

economic value Lockhart's customers receive for the generation with less operating risk

to Lockhart's customers. Lockhart would flow the entire amount of revenue from the

Duke contract to its customers via its Schedule O Power Adjustment Clause, which

provides for such wholesale revenue flow-through, once approval from the Commission

has been obtained.

Lockhart believes it is consistent with the Schedule O Power Adjustment Clause for

Lockhart to book the revenues associated with the sate of output from the Lower Pacolet

Hydroelectric plant to Duke in the manner described above, and that doing so will benefit

Lockhart's customers. However, because the plant was added to Lockhart's rate base in

2007 - i.e., before Lockhart's Schedule O Power Adjustment Clause was amended in

2011 to provide for such treatment with respect to specifically named and all future

generation projects, Lockhart seeks clarification and/or approval from the Commission to

treat the revenues associated with the sale of output from the Lower Pacolet Hydroelectric
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plant to Duke in the mannerdescribedin Lockhart's ScheduleO Power Adjustment

Clause.

Lockhart requeststhat the CommissionauthorizeLockhart to flow through to

Lockhart'scustomersall of therevenuesresultingfi'om Lockhart'ssaleof the generation

fi'om the Lower PaeoletHydro plant to Duke in accordancewith Lockhart's currently

filed ScheduleOPowerAdjustmentClause. The Office of Regulatory Staff has no

objectiontothe Company'srequest.We have reviewed Lockhart's Petition and have

found that approvalof the Petition is consistentwith the public interest. We therefore

granttherequestedrelief.

This Order shall be deemedeffective on the date the Commissionissuedits

directive in this matter(August15,2012)andshall remainin full force andeffectuntil

ful_therorderof theCommission.

BY ORDEROFTHE COMMISSION:

ATTEST:

Ran_dy_"Mi_thel1,__

(SEAL)


